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SUBJECT:EC - EGYPT LONG TERM AGRICULTURAL AGREEMENT 
REFS: (A) EC BRUSSELS 9242, (B) CAIRO 9566 

1. REPORT IN REF. A ON EC COUNCIL OF AGRICULTURAL 
MINISTERS DISCUSSION OF THE DRAFT EC-EGYPT LONG TERM 
AGRICULTURAL AGREEMENT MENTIONS (PARA. 3) THAT EC 
COMMISSION OFFICIAL WIJNMAALEN RAISED WITH MISSION 
OFFICERS QUESTIONS REGARDING THE U.S. POSITION ON 
THE DRAFT AGREEMENT. MISSION IS REQUESTED TO INFORM 
WIJNMAALEN THAT THERE HAS BEEN NO CHANGE IN U.S. 

POSITION ON EC-EGYPT AGREEMENT. U.S. IS SYMPATHETIC 
TO EGYPTIAN DESIRES TO OBTAIN SUPPLY ASSURANCES FOR 
CERTAIN AGRICULTURAL PRODUCTS BUT WE ARE CONCERNED 
OVER FORMAL COMMITMENTS, WHICH COULD INCLUDE SUBSIDY 
ELEMENTS, THAT WOULD BE ENTERED INTO UNDER THE 
EC-EGYPTIAN AGREEMENT. THESE CONCERNS ARE ELABORATED 
BELOW. 

, " THAT THE EGYPTIAN 

2. DRAFT AGREEMENT SPECIFIES THAT THE EGYPTIAN 
GOVERNMENT UNDERTAKES TO IMPORT AND THE EC TO SUPPLY 
FOR THE 1975-76 MARKETING YEAR ONE MILLION METRIC TONS 

OF WHEAT OR WHEAT FLOUR (PRESUMABLY ADDITIONAL TO FOOD 
AID). FLOUR COMPONENT WOULD BE AT LEAST 200,000 TONS. 

THIS COULD REDUCE THE POTENTIAL FOR FURTHER U.S. 

COMMERCIAL SALES IN 1975/76. 

3. EC WHEAT WOULD BE SUPPLIED WITHIN A PRICE BRACKET 
OF $120 TO $175 PER TON. FLOUR PRICE WOULD BE 
DETERMINED BY REFERENCE TO WHEAT PRICE. THESE PRICE 
PROVISIONS WOULD INVOLVE INTERFERENCE WITH COMPETITIVE 
MARKET FORCES IF WORLD PRICES ARE OUTSIDE PRICE 
BRACKET. MOREOVER, PRICE BRACKET SEEMS TO CONTAIN 
IMPLICIT EXPORT SUBSIDY GUARANTEE FOR BOTH WHEAT AND 
FLOUR WHEN WORLD MARKET PRICES ARE BELOW INTERNAL EC 
PRICES OR WHEN BOTH EC AND WORLD PRICES ARE ABOVE 
MAXIMUM PRICE. THIS SUBSIDY GUARANTEE WOULD ESTABLISH 
LIMITED OFFICIAL USE 
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DISTURBING PRECEDENT FOR TRADE AGREEMENTS. 

4. ABOVE POINTS SHOULD BE USED AS GUIDANCE IN 
DISCUSSIONS ADDRESSEE POSTS MAY HAVE WITH HOST GOVERNMENT 
OFFICIALS ON EC-EGYPTIAN AGREEMENT. IF SUBJECT 

OF U.S.-USSR GRAINS AGREEMENT ARISES DURING SUCH 
DISCUSSIONS, POSTS SHOULD EMPHASIZE THAT U.S. CONCERNS 
OVER EC-EGYPTIAN AGREEMENT ARE NOT INCONSISTENT WITH 
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U.S. POSITION ON GRAINS AGREEMENT WITH THE USSR. 

U.S.-USSR GRAINS AGREEMENT IS AIMED AT IMPROVING 
CONDITIONS OF TRADE AND AT REDUCING PRICE 
FLUCTUATIONS RESULTING FROM LARGE UNEXPECTED SOVIET 
PURCHASES WHICH ARE TO DETRIMENT OF OTHER BUYERS. 

SOVIET PURCHASES WILL BE AT MARKET PRICES WITH NO 
SUBSIDIES INVOLVED. KISSINGER 
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